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August 8, 2008

Honorable Mayor and Members
Of The Village Council

Village of Onsted

Onsted, Ml 49265

INDEPENDENT AUDITOR’S REPORT

We have audited the accompanying financial statements of the govermmental activities,
the business-type activities, each major fund, and the aggregate remaining fund
information of the Village of Onsted, Michigan as of and for the year ended February
29, 2008, which collectively comprise the Village’s basic financial statements as
listed in the table of contents. These financial statements are the responeibility of
the Village of Onsted, Michigan, management. Our responsibility is to express opinicn
on these financial statements based on ocur audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America. Those standards reguire that we plan and perform the audit
toc obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We
believe that our audit provides a reasonable basis for cur cpinions.

In our opinion, the financial statements referred to above present fairly, in all
material respects, the respective financial position of the governmental activities,
and the business-type activities, each major fund, and the aggregate remaining fund
information of the Village of Onsted, Michigan, as of February 2%, 2008, and the
respective changes in financial position and cash flows, where applicable, thercof for
the year then ended in conformity with accounting principlee generally accepted in the
United States of America.

The management’s discussion and analysis and budgetary comparison information on pages
3 through 8, are not a required part of the basic financial statements but are
supplementary information reguired by accounting principles generally accepted in the
United States of America. We have applied certain limited procedures, which consisted
principally of inquiries of management regarding the methods of measurement and
presentation of the required supplementary information. However, we did not audit the
informaticn and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements
that collectively comprise the Village of Onsted, Michigan basic financial statements.
The combining and individual non-major fund financial statements are presented for
purpeses of additional analysis and are not a regquired part of the basic financial
statements.
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Village of Onsted
August 3, 2008

The combining and individual non-major fund financial statements have been subjected to
the auditing procedures applied in the sudit of the basic financial statements and in
our opinion, are fairly stated in all material respects in relation to the basic
financial statements taken as a whole.

PRR/cab
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VILLAGE OF ONSTED
Management’s Discussion and Analysis
February 29, 2008

Using This Annual Report

The annmual report consists of a series of financial statements. The statement of net
assets and the statement of activities provide information about the activities of
Village of oOnsted, Michigan government-wide basis. They are designed to present a
longer-term view of the Village’s finances. Fund financial statements tell how
services were financed in the short-term, as well as what remains for future spending.
Fund financial statements also report the Village’s operations in more detail than the
government-wide financial statements.

Overview Of The Financial Stataméﬁts .

The Village's basic financial statements are comprised of three components:
A) Government-wide financial statements.
B) Fund financial statements.
C} HNotes to the financial statements.

This report alsoc contains other supplementary information in additien to the basic
financial statements themselves.

Government-wide financial statements. The government-wide financial statements are designed
to provide readers with a broad overview of the Village's finances, in a manner similar
to a private-sector business.

The statement of net assets presents information on all of the Village’'s assets and
liabilities, with the difference between the two reported as net assets. Over time,
increases or decreaEes in net assets may serve as a useful indicator of whether the
financial position of the Village is improving or deteriorating.

The Village maintains 4 individual governmental funds. Information is presented
separately in the governmental fund balance sheet and in the governmental fund
statement of revenues, expenditures, and changes in fund balances for the general,
major street, local street and each of which are considered to be major funds. Data
from the other governmental funds are combined into a single, aggregated presentation.
Individual fund data for each of these non-major governmental funds is provided in the
form of combining statements elsewhere in this report.

The Village adopts an annual appropriated budget for its general and special revenue
funds. Budgetary comparison statements or schedules have been provided herein to
demonstrate compliance with those budgets.

Proprietary Funds. The Village maintains one type of proprietary fund. Enterprise funds
are used to report the same functions presented as business-type activities in the
government-wide financial statements. The Village uses enterprise funds tc account for
its wastewater and water operations.

Fiduciary Funds. Fiductary funds are used to account for rescurces held for the benefit

of parties outside the government. Fiduciary funds are not reflected in the
government-wide financial statements because the resources of those funds are not
available to support the Village‘s own programs. The accounting used for fiduciary

funds is much like that used for preprietary funds.
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VILLAGE OF ONSTED
Management’s Discussion and Analysis
February 29, 2008

Notes To The Financial Statements. The notes provide additional information that is
essential to a full understanding of the data provided in the government-wide and fund
financial statements.

The statement of activities presents information showing how the government’'s net
assets changed during the most recent fiscal year. All changes in net assets are
reported as socn as the underlying event giving rise to the change occurs, regardless
of the timing of related cash flows. Thus, revenues and expenses are reported in this
statement of some items that will only result in cash flows in future fiscal pericds.

Both of the government-wide financial statements distinguish functions of the Village
that are principally supported by taxes and intergovernmental revenues (governmental
activities) from other functions that are intended to recover all or a significant
portion of their costs through user fees and charges {(business-type activities). The
governmental activities of the Village include general government, public safety,
public works, parks and recreation and community development. The business-type
activities of the Village include water and waste water activities reflected in the
utilities fund.

The government-wide financial statements include the primary government and its
component unit - The Medical Clinic.

Fund financial statements. A fund is a grouping of related accounts that is used to
maintain control owver resgurces that have been segregated for specific activities or
objectives. The village, like other state and local governments, uses fund accounting
to ensure and demonstrate compliance with finance-related legal requirements. All of
the funds of the Village can be divided into two categories; governmental funds and
proprietary funds.

Governmental funds. Governmental funds are used to account for essentially the same
functions reported as governmental activities in the government-wide financial
statements. However, unlike the government-wide financial statements, governmental
fund financial statements focus on npear-term inflows and outflows of spendable
resources, as well as on balances of spendable resources available at the end of the
fiscal year. guch information may be useful in evaluating a government's near-term
financing requirements.

Because the focus of governmental funds is narrower than that of the government -wide
financial statements, it is wuseful to compare the information presented for
governmental funds with similar information presented for governmental activities in
the government-wide financial statements. By deoing so, readers may better understand
the long-term impact of the government’s near-term financing decisions. Both the
governmental fund balance sheet and the governmental fund statement of rewvenues,
expenditures, and changes in fund balances provide a reconciliation to facilitate this
comparison between governmental funds and governmental activities.

Other Information

The Village has reported under required supplementation information, information about
the General Fund and Major Type Funds, and Combining Balance Sheets and Statement of
Revenues, Expenditures and Changes in Fund Balances - Non-Major Type Governmental
Funds.
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VILLAGE OF ONSTED
Management’s Discussion and Analysis
February 29, 2008

The Village As A Whole

The Village's net assets for the year ended February 29, 2008 increased by B.9%% over
the prior year.

The governmental activities reflect net assets of $1,011,658 and the bhusiness-type
futilities) of §1,058,606.

By far the largest porticn of the Village's net assets reflects its investment in
capital assets (e.g. land, buildings, vehicles, equipment and infrastructure}, less any
related debt used to acquire these assets that are still outstanding. The Village uses
these capital assets to provide services to citizens; consequently, these assels are
not available for future spending. Although the Village’s investment in its capital
assets is reported net of related debt, it should be noted that the resources needed to
repay this debt must be provided from other sources, since the capital assets
themselveg cannot be used to liquidate these liabilities.
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VILLAGE OF ONSTED
Management's Discussion and Analysis
February 29, 2008

VILLAGE OF ONSTED NET ASSETS

Governmental Activities

2008 2007
Revenus
Program Revenue:
Charges for Services $ 8,563 $ 12,575
Operating Grants and Contributions TE,466 64,238
Capital Grants and Contributions --- 41,2890
General Revenue:
Property Taxes 217,521 200,760
Grants and Contributions Not
Restricted To Specific Program 79,294 69,432
Interest and Rentals Earnings 12,923 16,229
Total Revenue 394,767 404,514
Expensaes
General Government 108,640 82,472
Public Safety 19,238 18,074
Public Works 138,623 115,722
Recreation and Culture 10,937 8,651
Utilities - ---
Interest on Long-Term Debt --- ---
Other Functions 32,018 41,168
Total Expenses 309,456 266,087
Other Financing Sources {Uses
Transfers In --- --=
Transfer (Out) --- (35,500}
Total Other Financing Sources {Uses) - (35,500)
Increase In Net Assets 85,311 102,927
Net Assets Beginning of Year 926,347 823,420
Net Assets End of Year $1,011,658 $926,347

The notes to financial statements are an integral part of this statement.



Business-Type Activities Component Unit

008 2007 2008 2007
g 343,273 $336,535 § 21,600 $ 20,600
9,562 --- a-- ---
20,979 14,439 3,693 2,509
373,814 350,974 25,293 23,109
- --- 11,146 11,214
265,186 312,748 —-- ---
19,256 39,026 --- ---
288,442 351,774 11,146 11,214
- 35,500 --- ---
--- 35,500 - ---
85,372 34,700 14,147 11,895
973,234 938,534 105,364 93,469
$1,058,606 $973,234 $119,511 $105,364
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VILLAGE OF ONSTED
Management's Discussion and Analysis
February 29, 2008

VILLAGE OF ONSTED NET ASSETS

Governmental Activities

008 2007
Assets
Current and COther Assets $ 406,802 $623,217
Capital Assets 625,352 322,339
Total Assets 1,032,154 945,556
Liabilities
Long-Term Liabilities Outstanding --- -
Other Liabilities 20,496 19,209
Total Liabilities 20,496 19,209
Net Assets
Invested in Capital Assets,

Net of Related Debt 625,352 322,339
Unrestricted 386,308 416,508
Reserved --- 187,500

Total Net Assets $1,011,658 $926,347

The notes to financial statements are an integral part of this statement.



Business-Type Activities Component Unit

2008 2007 008 2007
$ 676,116 § 794,781 $ 89,374 $ 75,764
1,088,388 904,823 30,137 29,600
1,764,504 1,699,604 119,511 105,364
657,893 672,523 --- ---
48,005 53,847 - ---
705,898 726,370 — ---
430,495 556,969 10,137 29,600
628,111 416,265 89,374 75,764
§1,058,608 § 973,234 §119,511 £105,2364
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VILLAGE OF ONSTED
Management’s Discussion and Analysis
February 29, 2008

Government Activities

Government activities increased the Village's net assets by $85,311.

Business-Type Activities
Business-type activities increased the Village’s net assets by $85,372.

The Village’s Funds

gur analysis of the Village's funds begina on Page ¢, following the entity wide
financial statements. The fund financial statements provide detail information about
the most significant funds, not the Village as a whole. The Village Council and
management creates funds to help manage money for specific purposes as well as to show
accountability for certain activities, such as special property tax millages, etc.

Generat Fund Budgetary Highlights

There were significant differences between the original budget and amended budget.
Total available for appropriation decreased by $22,642 and charges to appropriations
decreased the same.

Capital Assets And Debt Administration

The Village’'s investment in capital assets for its governmental and business-type
activities as of February 29, 2008, amounted to 51,713,740 (net of accumnulated
depreciation). This investment in capital assets includes land, buildings and system,
improvements, machinery and equipment, park facilities, roads, highways, and bridges.

Long-term debt of the Village decreased by $14,830 (see Note 8 of the bkasic financial
statements). The Village issued no new debt for 2008.

Economic Factors And Naxt Year's Budget And Rates

The village's budget for 2008-2009 fiscal year has taken inconsideration, the economic
condition of the State of Michigan anticipating reduced state share revenues. This
will require close tabs on expenditures for the upcoming year and adjustments will be
made to mirrcr, when possible, the revenue base, with expenses.

Contacting The Village’s Management

This financial report is intended to provide our citizens, taxpayers, customers and
investors with a general overview of the Village’s finances and to show the Village’'s
accountability for the meney it receives. If you have questions about this report or
need additional information, we welcome you to contact the clerk‘s office at 108 S.
Main St., Onsted, Michigan 49265.
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Government-wide Statement of Net Assets

VILLAGE OF ONSTED

February 28, 2008

Assets

Cash and Bgquivalents

Receivables - Net

Prepaid Items and
Other Assets

Internal Balances

Capital Assets Not
Being Depreciated

Capital Assets Being
Depreciated - Net

Total Assets

Liabilitias
Accounts Payable and
Accrued Expenses
Long-Term Liabilities:
Due Within One Year
Due In Mcre Than Cne Year

Total Liabilities

Net Assets
Invested In Capital Assets,
Net of Related Debt
Unrestricted

Total Net Assets

The notes to financial statements are an integral part of this statement.

Governmental Business-Type Component
Activities Activitios Total Unit
$ 305,%83 § 642,797 $ 948,780 $ 89,374
60,325 45,316 105,641 ---
18,122 10,375 28,497 ---
22,372 (22,372) --- ---
32,500 51,655 84,155 5,000
592,852 1,036,733 1,629,585 25,137
1,032,154 1,764,504 2,794,658 119,511
20,496 48,005 68,501 -
-—- 365,536 365,536 ---
--- 292,357 292,357 ---
20,496 705,898 726,394 ---
625,352 430,495 1,055,847 30,137
386,306 628,111 1,014,417 89,374
£1,011,658 £1,058,606 $2,07C,264 §119,511
Page 9



VILLAGE OF ONSTED
Government-wide Statement of Activities
For The Year Ended February 29, 2008

Functions/Programs

Primary Govemment
Governmental Activities:
General Government
Public Safety
Public Works
Other Functiocns
Recreation and Culture

Total Governmental
Activities

Business-Typse Activities:
Utilities
Interest on Debt

Total Business-Type
Activities

Total Primary
Government

Component Unit -
Medical Unit:

Total Component Unit

Operating Capital Net
Charges For Grants And Grants And (Expenses)
Expenses Services Contributions Contributions Ravenues
$108,640 5 5,51% 5 --- $ --- ${103,121)
19,238 3,044 --- --- (16,194)
118,623 --- 75,276 --- (63,247)
32,018 .- --- --- {32,018)
10,937 --- 1,150 --- (5,747}
309,456 8,563 76,466 --- (224,427}
269,186 343,273 --- 9,562 83,649
19,256 --- --- --- {19,256}
288,442 343,273 --- 9,562 64,393
$557,898 $351,836 576,465 $ 9,562 §(160,034)
$ 11,146 $ 21,600 $ --- $  --- $ 10,454
$ 11,146 £ 21,600 s --- §  --- $ 10,454
Page 10
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VILLAGE OF ONSTED

Government-wide Statement Of Activities {Concludad)

For The Year Ended February 29, 2008

Primary Government

Governmental Business-Type Component
Activities Activities Total Unit
Changes In Net Assets
Net (Expense} Revenue S (224,427) 5 64,393 S (180,034} $ 10,454
General Revenues:
Property Taxes 217,521 .- 217,521 --=
Grants and Contributions
Not Restricted To
Specific Programs 79,294 --- 79,294 -
Unrestricted Investment
Earnings and Rentals 12,823 20,978 33,902 3,693
Totai General Revenues,

Contributions and Transfers 305,738 20,978 330,717 3,693
Change In Net Assets 85,311 85,172 170,683 14,147
Net Assets, Beginning of Year 926,347 973,234 1,699,581 105,364
Net Assets, End of Year 51,011,658 $1,058,606 $2,070,264 $119,511
The notes to financial statements are an integral part of this statement. Page 11



VILLAGE OF ONSTED
Govarnmental Funds
Balance Sheet
February 29, 2008

General Major Street Local Street
Fund Fund Fund
ASSETS
Cash and Cash Equivalents 5200,156 547,325 561,932
Prepaid Expenses 17,511 810 &7
Receivables - Net 48,872 8,903 2,540
Due From Other Funds 24,999 3,045 5,406
Total Assets £291,538 $60,083 559,945
UABILITIES
Accounts Payable/Accrued Liabilities 5 19,385 5 1,082 s 19
Due to Other Funds 10,359 - ---
Deferred Revenue 1,103 --- ---
Total Liabilities 30,887 1,092 1%
FUND BALANCES
Unreserved 260,651 58,991 59,526
Reserved --- - ---
Total Fund Balances 260,651 58,991 59,926
Total Liabilities and Fund Balances $291,538 $560,083 $59,945

The notes to financial statements are an integral part of this statement.



Other

Non-Major Total

Governmental Governmental

Funds Funds
$6,570 $305,983
--- 18,388
--- 60,315
--- 33,450
$6,570 £418,136
--- $ 20,496
915 11,334
I 1,103
935 32,933
5,635 385,203
5,638 185,203
$6,570 5418,136
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VILLAGE OF ONSTED
Reconciliation of Fund Balances On The Balance Sheet For Governmental Funds
To Net Assets Of Governmental Activities On The Statement of Net Assets
February 29, 2008

Fund Balances — Total Governmental Funds $ 385,203

Amounts reported for governmental activities in the statement
of net assets are different because:

Capital assete used in governmental activities are not
financial resources and therefore are not reported in

the funds.
Add: Capital Assets 1,284,739
Deduct: Accumulated Depreciation {6%9,387)
Deferred Revenue - Taxes 1,103

Net Assets of Governmental Activities $1,011,658

The notes to financial statements are an integral part of this statement. Page 13



VILLAGE OF ONSTED

Governmental Funds

Statement of Revenue, Expenditures, and Changes In Fund Balances
For The Year Ended February 29, 2008

REVENUES

Taxes

Intergovernmental

Charges for Services
Interest and Rentals
Cantributions

Other

Cable Vision Franchise Fee

Total Revenue

EXPENDITURES

Current:
General Government
Public Safety
Public Works
Other Functions
Recreation and Culture
Capital Outlay

Total Expenditures

Excess of Revenue Over {Under) Expenditures

Other Financing Sources (Uses)

Transfers In
Transfers (Out)

Total Other Financing Sources {Uses)

Net Change Ia Fund Balances (Docrease)

Fund Balances — Beginning of Year

Fund Balances — End of Year

The notes to financial statements are an intagral part of this statement.

General Major Street L.ocal Street
Fund Fund Fund
$ 217,115 - R
79,294 58,564 16,712
3,044 - —_—
10,561 1,418 943
584 --- -
4,935 --- ---
315,533 59,982 17,655
105,691 --- ---
19,238 -—- -
64,599 37,869 13,895
32,018 --- -—-
8,653 --- ---
15,026 314,836 -
245,225 352,705 13,895
70,308 (292,723) 3,760
--- 100,000 ---
(100,000) --- ---
(100,000) 100,000 ---
(29,692) (192,723) 3,760
290,343 251,714 56,166
§ 260,651 § 58,991 $52.826



Other

Non-Major Total
Governmental Governmental

Funds Funds
§ --- $ 217,115
- 154,570
- 3,044
1 12,523
1,190 1,180
- 584
--- 4,935
1,191 394,361
- 105,651
- 19,238
- 116,363
--- 32,018
644 9,297
. 329,862
644 612,469
547 (218,108)
- 100,000
- (100,000)
547 (218, 108)
5,088 603,311
5,635 § 385,203
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VILLAGE OF ONSTED
Reconciliation Of The Statement Of Revenues, Expenditures,
And Changes In Fund Balances Of Governmental Statement Of Activities
February 29, 2008

Net Change In Fund Balances — Total Governmental Funds (Decreass) $(218,108)

Ampunts reported for governmental activities in the statement
of activities are different because:

Governmental funds report capital outlays as expenditures.
However, in the statement of activities, the cost of those
assets is allocated cver their estimated useful lives and
reported as depreciation expense.

Add: Capital Outlay 329,862
Deduct: Depreciation Expense {26,849)
Revenue - deferred on fund statements part of revenue on
government-wide 406
Change In Net Assets Of Governmental Activities s 85,311

The notes to financial statements are an integral part of this statement. Page 15



VILLAGE OF ONSTED
Statement of Net Assets
Proprietary Funds
February 29, 2008

Assets

Current Assets:

Cash and Cash Equivalents

Due from Other Funds
Accounts Receivable

Special Assessment Receivable
Interest Receivable

Prepaid Expenses

Non-Current Assets:
Property and Equipment - Net

Total Noncurrent Assets

Total Assets

Liabilities
Current Liabilities:
Due to Cther Funds
Accounts Payable and Accrued
Liabilities
Notes Payable, Current Portion

Total Current Liabilities

Non-Current Liabilities:
Notes Payable

Total Noncurrent Liabilities
Total Liabilities

Net Assets

Invested in Capital Assets,
Net of Related Debt
Unrestricted

Total Net Assets

Business-Type Activities -
Enterprise Funds

Total
Water Fund Sawaer Fund Utilities Fund
$183,762 $§ 459,035 & 642,757
16,578 2,430 19,008
11,422 21,728 33,147
--- 11,927 11,927
--- 2432 242
4,162 5,949 10,111
245,859 842,429 1,088,388
245,959 842,429 1,088,388
$461,883 $1,343,737 $1,805.620
$ 24,785 s 1€,329 5 41,114
3,345 44,662 48,007
--- 365,536 365,536
28,130 426,527 454,657
--- 292,357 282,357
--- 292,357 292,357
28,130 718,884 747,014
245,959 184,536 430,495
187,794 440,317 628,111
$433,753 § 624,853 $1.058,806
Page 16
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VILLAGE OF ONSTED
Staterment of Revenues, Expenses and Changes in Fund Net Assets
Proprietary Funds
For The Year Ended February 29, 2008

Business-Type Activities -
Enterprise Funds
Total
Water Fund Sewer Fund Utilities Fund
Operating Revenues
Charges for Services $ 87,231 $256,042 $ 343,273
Liabilities
Salaries and Wages 11,259 43,480 54,739
Fringe Benefits 6,154 13,363 19,557
Office Expensges 888 389 1,277
Contractual Services/Supplies, Etc. 8,526 76,092 84,6138
Utilities 12,449 15,689 32,138
Deprecilation 14,739 45,286 64,025
Other Expenses 5,759 6,073 12,832
Total Operating Expenses 60,814 208,372 269,186
Operating Income {Loss) 26,417 47,670 74,087
Nen-Operating Revenues {Expenses)
Investment Income 5,022 15,957 20,972
Interest Expense - (19,2586) {19,256)
Other 125 9,437 9,562
Total Non-Operating Revenues (Expenses) 5,147 6,138 11,285
Other Financing Sources (Uses}
Transfers In --- --- ==
Transfers (Out) --- - -
Total Other Financing Sources (Uses) --- --- ---
income 31,584 53,808 85,172
Net Assets, Beginning of Year 402,189 571,045 973,234
Net Assets, End of Year $433,753 £624,853 51,058,606

The accompanying notes are an integral part of this financial statement. Page 17



VILLAGE OF ONSTED
Statement of Cash Flows

Proprietary Funds
Far The Year Ended February 29, 2008

Cash Flows From Operating Activities

Cash Received from Customers

Cash Received Miscellaneous

Cash Payment to Suppliers For
Goods and Services/Employees

Net Cash Provided (Used)

Cash Flows From Capital and
Related Financing Activities
Purchase of Capital Assets

Notes Principal Payments
Notes Interest Payments

Net Cash (Used) by Capital and
Related Financing Activities)
Cash Flows From Investing Activities
Investment Income
Net Cash Provided (Usad) by

Investing Activities

Net Increase (Decrease) in Cash and
Cash Equivalents

Cash and Cash Equivalents, Beginning of Year

Cash and Cash Equivalents, End of Year

The accompanying notes are an integral part of this financial statement.

Water Fund

$ 86,070
125

(47,333)

38,862

(8,108)

5,022

5,022

35,776

147,986

$183,762

Business-Type Activities
Enterprise Funds
Total

Sewer Fund Utilities Fund

§ 252,574 $ 338,644

9,437 9,562
(185,831) (233,164)

76,180 115,042
{z64,813) {272,921)
{14,620} {14,630)
(638) (538}
(280,081) (288,189)

16,141 21,163
16,141 __ 21,163
{187, 760) (151,984}
646,795 __ 754,781

$ 459,035 § 642,797
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VILLAGE OF ONSTED
Statement of Cash Flows (Concluded)
Proprietary Funds
For The Year Ended February 29, 2008

Reconciliation of Operating Income (Loss)
to Net Cash Provided by Operating Activities:

Operating Income (Loss)

Adjustments to Reconcile Operating
Income (Less) to Net Cash Provided
by Operating Activities:

Depreciation

Changes in Assets and Liabilities:

Accounts Receivable
Accounts Payable, Accrued

Accrued Liabilities
Other Assets

Net Cash Provided (Used) by
Operating Activities
Cash Flows from Capital Activities:

Acquisition of Capital Assets

Net Cash {Used) from Capital Activities

Cash Flows From Financing Activities:
Principal Paid on Notes

Net Cash (Used) from Financing Activities

Net Increase (Decrease) in Cash and
Cash Equivalents

Cash and Cash Equivalents, Baginning of Year

Cash and Cash Equivalents, End of Year

Business-Type Activities -
Enterprise Funds

Total
Water Fund Sewer Fund Utilities Fund
$ 31,564 ¢ 53,808 § 85,372
14,739 49,286 64,025
{1,161) (3,284) (4,445)
{2,819) (5,446) (8,265)
1,561 (2,681) (1,120}
43,884 91,683 135,567
{8,108) {264,813) (272,921)
(8,108) {264,813) (272,921}
--- {14,630} {14,630}
- {14, 630) {14,630}
35,776 {187, 760) (151,584)
147,986 646,755 794,781
£183,762 §.459,035 S 642,797

The accompanying notes are an integral part of this financial statement. Page 19



VILLAGE OF ONSTED
Fiduciary Funds - State of Net Assets
February 29, 2008

Trust and
Agency
Fund
Assets
Cash and Cash Egquivalents § 10
Total Assets 8 _10
Liabilities
Due to Cther Funds § 10
Total Liabilities $§ 10

The accompanying notes are an integral part of this financial statement. Page 20



VILLAGE OF ONSTED
Notes to Financial Statements
February 29, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of the village of Onsted, Michigan conform to accounting
principles generally accepted in the United States of America (GRAP) as applicable to
governmental units.

The Governmental Accounting Standards Board (GASB) is the accepted standard setting
body for establishing governmental accounting and financial reporting principles. The
more significant of the government’s accounting policies are described below:

A. Reporting Entity

Village of Onsted, Michigan is governed by an elected council. The accompanying
financial statements present the government for which govermment is censidered to be
financially accountable.

B. Government-Wide and Fund Financial Statements

The govermment-wide financial statements (i.e., the statement of net assets and Lhe
statement of changes in net assets) report information on all of the non-fiduciary
activities of the primary government. For the most part, the effect of interfund
activity has been removed from these statements. Governmental activities, normally
supported by taxes and intergovernmental revenues, are reported separately from
business-type activities which rely to a significant extent on fees and charges for
support.

The statement of activities demonstrates the degree to which the direct expenses of a
given function or segment are offset by program revenues. Direct expenses are those
that are clearly identifiable with a specific function or segment. Program revenues
include: (1} charges to customers cr applicants who purchase, use, or directly benefit
from geoods, services, or privileges provided by a given functicn or segment; and (2)
grants and ceontributions that are restricted to meeting the operational or capital
requirements of a particular function or segment. Taxes and other items not properly
included among program revenues are reported instead as general revenue.

Separate financial statements are provided for governmental funds and proprietary
funds. Major individual governmental funds and major individual enterprise funds are
reported as separate columng in the fund financial statements.

C. Measursment Focus, Basis of Accounting and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting, as are the proprietary fund and
fiduciary fund f£inancial statements, except for agency funds, which do not have a

measurement focus, Revenue is recorded when earned and expenses are recorded when a
iiability is incurred, regardless of the timing of related cash flows. Property taxes
are recognized as revenue in the year for which they are levied. Grants and similar

items are recognized as revenue as soon as all eligibility requirements imposed by the
provider have been met.

Governmental fund financial statements are reported using the current financial
resources measurement focus and the modified accrual basis of accounting. Revenue is
recognized as scon as it .is both measurable and available. Revenue is considered tc be
available if it is collected within the current period or scon encugh thereafter to pay
liabilities of the current period. For this purpose, the government considers revenues
to be available if they are collected within 6C days of the end of the current fisecal
period. Expenditures generally are recorded when a liability is incurred, as under
accrual accounting. However, debt service expenditures, expenditures relating to
compensated absences, and claims and judgments are recorded only when payment is due.
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VILLAGE OF ONSTED
Notes to Financial Statements
February 29, 2008

Property taxes, franchise taxes, intergovernmental revenue licenses, and interest
associated with the current fiscal period are all considered to be susceptible to
accrual and so have been recognized as revenues of the current fiscal period. All
other revenue items are considered to be measurable and available only when cash is
received by the government.

The government reports the following major governmental funds:

The General Fund is the govermment’'s primary operating fund. It accounts for all
financial resources of the general government, except those required to be
accounted for in another fund.

The Major Street Fund is a Special Revenue Fund that receives state and local
funding for the purpose of construction and maintenance of Village streets
designated as major streets under State of Michigan Act 51 of Public Acts of
1951.

The Local Street Fund is a Special Revenue Fund that receives state and local
funding for the purpose of construction and maintenance of village streels
designated as local streets under State of Michigan Act 51 of Public Acts of
1951.

The government reporta the following component unit:

The Component Unit - The Medical Clinic is a sBeparate entity, considered a
component unit of the Village, which operates and rents the medical building in
onsted, Michigan. The financial reporting is on a modified accrual method of
accounting.

The govermment reports the following major proprietary funds:

The Utilities Fund, Water and Sewer Funds accounts for acguisition, coperation and
maintenance of the village’s waste water and water system.

Private-sector standards of accounting issued prior to December 1, 1989, are generally
followed in both the government-side and proprietary fund financial statements to the
extent that those standards do not conflict with the standards of the GCovernmental
Accounting Standards Board. The government has elected not to follow private-sector
standards issued after November 30, 1985 for its business-type activities and
enterprise funds.

As a general rule, the effect of interfund activity has been eliminated from the
government-wide financial statements.

Amounts reported as program revenue include: {1) charges to customers or applicants
for goods, services or privileges provided; (2) operating grants and contributicns; and
{3} capital grants and contributions, including special assessments. Internally

dedicated resources are reported as general revenue rather than as program revenue.
Likewise, general revenue includes all taxes.

Proprietary Funds distinguish operating revenues and expenses from non-cperating items.
Operating revenues and expenses generally result from providing services and producing
and delivering goods in connection with a proprietary fund‘'s principal ongoing
operaticns. The principal operating revenuea of the Utilities Funds are charges to
customers for sales and services. The Utilities Funds are also recognize as operating
revenues the portion of tap fees intended to recover the cost o©f connecting new
customers to the system. Operating expenses for enterprise funds include the cost of
gales and services, administrative expenses, and depreciation on capital assets. All
revenues and expenses not meeting this definition are reported as non-cperating
revenues and expenses.

When both restricted and unrestricted resources are available for use, it is the
government’s policy to use restricted resources first, then unrestricted resources as
they are needed.
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VILLAGE OF ONSTED
Notes to Financial Statements
February 29, 2008

D. Estimates

The preparation of financial statements in cenformity with accounting principles
generally accepted in the United States of America requires management to make
estimates and assumptions that affect the reported assets and liabilities and
discleosure of contingent assets and liabilities at the date of the financial statements
and the reported amounts of revenues and expenses during the reporting period. Actual
results could differ from those estimates.

E. Assets, Liabilities, and Net Assets or Equity

1. Bank Deposits and Investment — Cash and cash equivalents are considered to be cash
on hand, demand deposits, and short-term investments with a maturity of three
months te six months or less when acquired. Investments are stated at fair
value.

State statues authorize the geovernment to deposit in the accounts of federally
insured banks, credit unions, and savings and loans associations, and to invest
in obligations of the U.5. Treasury, certain commercial paper, repurchase
agreements, bankers acceptances, and mutual funds composed of otherwise legal
investments.

2. Receivables and Payables — In general, outstanding balances between funds are

reperted as “due to/from other funds.” Activity between funds that is
representative of lending/borrowing arrangements cutstanding at the end of the
fiscal year is referred to as *advances to/from other funds.” Any residual

balances outstanding between the governmental activities and the business-type
activities are reported in the government-wide financial statements as “internal
balances.”

3. Prepaid tems — Certain payments to vendors reflect costs applicable to future
accounting pericds and are recorded as prepaid items in both government-wide and
fund financial statements using the consumption method.

4. Inventories — All inventories are valued at cost using the first-in/first-out
(FIFO) method. Inventoriee of governmental funds are recorded as expenditures

when consumed rather than when purchased.

5. Capital Assets — Capital assets, which include property, plant, egquipment, and
infrastructure assets [e.g., road, bridges, sidewalks, and similar items), are
reported in the applicable governmental or business-type activities columns in
the government-wide financial statements. Capital assets are defined by the
government as assets with an initial, individual cost of more than $1,500
{amount not rounded) and an estimated useful life in excess of two years. Such
assets are recorded at historical cost or estimated historical cost if purchased
or constructed. Donated capital assets are recorded at estimated fair market
value at the date of donation.

The cost of normal maintenance and repairs that do not add to the value of the
asset or materially extend assets lives are not capitalized.

Major outlays for capital assets and improvements are capitalized as projects
are constructed. Interest incurred during the construction phase of capital
assets of business-type activities is included as part of the capitalized value
of the assets constructed.
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VILLAGE OF ONSTED
Notes to Financial Statements
February 29, 2008

Property, plant, and equipment o©f the primary government, as well as the
component units, are depreciated using the straight line method over the
following estimated useful lives:

Assets Years
Land Improvements 20 - 50
Building 10 - 50
Machinery, Equipment,
And Furnishings 5 - 35
Utility Bystems 50 - 100
Infrastructure 15 - 100
Vehicles & - 15
6. Fund Equity — In the fund financial statements, govermmental funds report

reservations of fund balance for amounts that are not available for
appropriation or are legally restricted by outside parties for use for a
gpecific purpose. Designations of fund balance represent tentative management
plane that are subject to change. There were no designaticons by management at
February 29, 2008.

7. Interfund Receivables and Pavables — Any residual balances outstanding between the
governmental activities and business-type activities are reported in the
government-wide financial statements as “internal balances”.

NOTE 2 - STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

A. Budgetary Information — Annual budgets are adopted on a basis consistent with generally
accepted accounting principles for all governmental funds. 41l  annual
appropriations lapse at fiscal year end.

on or before the end of January of each year, the village Council presents the
proposed budget for review and holds public hearings and a final budget is adopted.

The appropriated budget is prepared by fund, function and activity. The legal level
of budgetary control {(i.e., the level at which expenditures may not legally exceed
appropriations) is with the Village Council.
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VILLAGE OF ONSTED
Notes to Financlal Statements
February 29, 2008

Excess of Expenditures Over Appropriations In Budgeted Funds - P.A. 621 of 1978, as amended,
provides that a local unit shall not incur expenditures in excess of the amounts

appropriated. During the year ended

February 268,

2008,

the government

incurred

expenditures in excess of amounts appropriated at the legal level of budgetary

control as follows:

General Fund:

General Government:
Treasurer
Capital Outlay
Clerk
Electicns

Public Safety:
Inspections
Crossing Guards

Transfer Out

public Works:
Sidewalks

Variance

s 421
15,026
600
1,119

50
88

100,000

436
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VILLAGE OF ONSTED
Notes to Financial Statements
February 29, 2008

NOTE 3 — DEPOSITS AND INVESTMENTS

The government unit’'s deposits and investment policy are in accordance with statutory
authority.

Investments made by the Village are summarized below. The investments that are
represented by specific identifiable investment securities are classified as to credit
risk by the three categeories described below:

Category 1. Insured or registered, or securities held by the Village or its
agent in the Village's name.

Category 2: Uninsured and unregistered, with securities held by the
counterparty’s trust department or agent in the Village’s name.

Category 3: Uninsured and unregistered, with  securities held by the
counterparty, or by its trust department or agent but not in the
village’s name.

Category Carrying Market

1 2 3 Valua Value
Cash and Cash Equivalents $189,374  5848,7%0 $ --- §1,038,164  $1,038,154
$189,374  $848,790 $ --- $1.038,164 $1,038,164

Balance Sheet Cash And Cash invastments
The Governmental Accounting Standards Board (GASB) Statement No. 3 risk disclosures for
the village’'s deposits are as follows:

Carrying
Deposits Amount
Insured (FDIC) {FSLIC) $ 1B9,374
Uninsured:
Uncollateralized 848,730
Total 51,038,164

Component unit cash is all insured by FDIC for $89,374 and Trust and Agency is $§10.
These amounts are included in the totals above.

Deposits Custodial Credit Risk

custodial credit risk is the risk that in the event of a bank failure, the Village’'s
deposits may not be returned tc it. The Village does not have a deposit policy for
custedial credit risk. As of February 29, 2008 - £848,790 of the Village's 51,038,164
was expeosed to custodial credit risk as follows:

Uninsured and Collateralized $848,7%0
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VILLAGE OF ONSTED
Notes to Financial Statements
February 29, 2008

Investment Custodial Credit Risk

The Village has all of its investment in money market and certificate of deposits, thus
not subject to investment credit risk.

Concentration of Cradit Risk

The Village places no limit on the amount they may invest in cne issue. 100% of their
investments at February 29, 2008 are in savings accounts, money market accounts and
certificate of deposits.

A reconciliation of cash and investments as shown on the Statement of Net Assets and
Statement of Fiduciary HNet Assets to deposits and investments as classified for note
disclosure purposes is as follows:

Statement of Net Asset:
Cash and Cash Equivalents $1,038,154
1,038,154
Statement of Fiduciary Net Asset:
Agency Funds:
Cash and Cash Equivalents 10
10
$1,038,164
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VILLAGE OF ONSTED

Notes to Financial Statements

Fabruary 29, 2008

NOTE 4 — CAPITAL ASSETS

Capital assets activity for the year ended February 29, 2008 was as follows:

Governmental Activities

Capital Assets, Not

Being Depreciated:
Other

Capital Assets,
Being Depreciated:
Buildings
Equipment
Infrastructure
Vehicles

Total Capital Assets Belng Depreciated

Lesgs: Accumulated
Depreciation For:
Buildings
Equipment
Infrastructure
Vehicles

Total Accumulated Depreciation
Total Capital Assets, Being Depreciated, Net

Governmental Activities Capital Assets, Net

Component Unit - Medical Clinic
Capital Assets, Not
Being Depreciated:
Other

Capital Assets,
Being Depreciated:

Buildings
Infrastructure

Total Capital Assets Being Depreciated

Less: Accumulated
Depreciation For:
Buildings
Infrastructure
Total Accumulated Depreciation
Total Capital Assets, Being Depraciated, Nat

Component Activities Capital Assets, Net

Beginning Ending

Balance Increases Decreases Balance
$ 32,500 $ --- $§ --- $ 32,500
151,310 930 --- 152,240
35,681 14,096 --- 49,777
584,886 314,836 --- 899,722
150,500 --- --- 150,500
522,377 329,862 - 1,252,233
(59,763) (4,236} - {63,995)
{11,207) (2,581} - (13,788)
{444,468) {14,732) - {459,200)
{117,100) (5,300} - {122, 400)
{632,538) (26,848) --- {659, 387)
289,839 303,013 --- 552,852
$§ 322,339 $303,013 g --- $  §25,352
$ 5,000 $ -~ § --- $ 5,000
144,912 1,806 .- 146,718
--- 2,160 --- 2,160
144,912 31,966 --- 148,878
{120,312) (3,379} --- (123,691}
--- (50) --- (50)
{120,312) (3,423} - - {123, 741)
24,600 537 --- 25,137
$ 24,600 g 537 s --- 8. 30,137




VILLAGE OF ONSTED
Notes to Financial Statements
Fabruary 29, 2008

NOTE 4 — GAPITAL ASSETS (CONTINUED)

Beginning Ending
Balance Increases Decreases Balance
Business-Type Activities
Capital Assets,
Not Being Depreciated:

other 5 51,655 $ --- § --- 5 51,655

Capital Assets,
Being Depreciated:

Plant and Equipment 2,904,565 272,921 --- 3,177,486
Total Capital Assets Being Depraciated 2,904,565 272,921 --- 3,177,486
Less Accumulated

Depreciation For:

Plant and Equipment (2,076,728) {64,025]) --- (2,140,753)
Total Accumulated Depreciation {2,076,728) (64,025} - {2,140,753)
Total Capital Assets, Being Depreciated, Net 827,837 208,895 --- 1,036,733
Businass Type Activities Capital Assets, Net § 879,492 $208.896 5§ --- 5 1,088,388

Depreciation expense was charged to functions/programs of the Village as follows:

Governmental Activities:

General Government
Public Works

Recreation and Culture

Total Depreciation Expense
Governmental Activities

Component Unit — Medical Clinic

Business-Type Activities:
Utilities - Water and Sewer

Total Depreciation Expense
Business-Type Activities

5 2,949
22,260
1,640

564,025

§64,025
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VILLAGE OF ONSTED
Notes to Financial Statements
February 29, 2008

NOTE & — INTERFUND RECEIVABLES AND PAYABLES

At February 29, 2008, the following were interfund receivables and payables in the fund
statement, which represents advance monies te be repaid on a short term basis.

Interfund interfund
Fund Receivables Payables
General Fund 524,999 $10,359%
Park Improvement Fund - 93s
Local Street Fund 5,406 ---
Major Street Fund 3,045 ---
Water Fund 15,578 24,785
Sewer Fund 2,430 16,329
Trust Fund --- 10

§52,458 $52,458

NOTE 6 — TRANSFERS

Transfers are used to (1) move revenues from the fund that is required to collect them
to the fund that is required or allowed to expend them; (2] move receipts restricted,
to or allowed for debt services from the funds collecting the receipts to the debt
service payments become due; and (3) use unrestricted revenues collected in the general
fund to finance various programs, accounted for in other funds in accordance with

budgetary authorizations.

Transfers Transfers

Fund In Out
General PFund 3 --- $100, 000
Major Street Fund 100, 000 ---
5100.00 $100,000

NOTE 7 - PROPERTY TAXES:

The Village collects its own property taxes within its jurisdiction.

Village property

tax revenues are recognized as revenues in the fiscal year levied to the extent that

they result in current receivables.
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VILLAGE OF ONSTED
Notes to Financial Statements
February 29, 2008

NOTE 8 - LONG TERM DEBT

Long-term debt consists of the following:

Balance Balance
March 1, February 28,
2007 Additions Deletions 2008
Notes Payable - Onsted State Bank
- Sewer Extension S 90,7358 5 --- $ 5,604 $ 85,185
Notes Payable - 2006 General
Obligation Limited Tax Note 350,000 --- --- 350,000
Notes Pavable - Onsted State Bank
— Sewer Extension 231,724 --- 9,026 222,698
Total $672,523 $ --- $14,630 $657,893
Village of Onsted ~ Sewer Extension Note
Title of Note: Village of Onsted Sewer Extension
Purposes: Sewer Extension
Date of Note: July 2, 2001
Interest Rate: 6.5%
Payments: $11,506 including interest annually
Paymant Total
Date Payment Principle Interest Balance
October 2, 2007 5 11,506 $ 5,968 5 5,538 5 79,227
Cctober 2, 2008 11,506 6,356 5,150 72,871
October 2, 2010 11,5086 6,769 4,737 66,102
October 2, 2011 11,506 7,209 4,287 58,893
October 2, 2012 11,506 7,678 3,828 51,215
October 2, 2013 11,506 8,177 3,329 43,038
October 2, 2014 11,506 8,708 2,798 34,330
October 2, 2015 11,506 9,274 2,232 25,056
October 2, 2016 11,506 2,877 1,629 15,17%
October 2, 2017 11,506 10,519 287 4,660
October 2, 2018 4,962 4,660 303 ---
Total $120,023 $85,195 £34,828
Balance cutstanding at February 29, 2008 $85.155
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February 29, 2008

NOTE 8 - LONG TERM DEBT — (CONTINUED)

Village of Onsted — Sewer Extension Note

Title of Note: Village of Onsted Sewer Extensicn
Purposes: Sewer Extension

Date of Note: March 12, 2002

Interest Rate: 6.0%

Payments: $22,930 including interest annually

Paymaent Total
Date Payment Principle Interest Balance
April 22, 2008 5 22,930 5 9,568 § 13,362 $213,128
April 22, 20089 22,930 10,142 12,788 202,986
April 22, 2010 22,930 10,750 12,180 192,236
April 22, 2011 22,930 11,385 11,535 180,841
April 22, 2012 22,930 12,07% 10,851 168,762
April 22, 2013 22,930 12,804 10,126 155,958
April 22, 2014 22,930 13,572 9,358 142,386
April 22, 2015 22,930 14,386 8,544 128,000
April 22, 2016 22,930 15,24% 7,681 112,751
April 22, 2017 22,930 16,164 6,766 96,587
April 22, 2018 22,930 17,134 5,796 79,453
April 22, 2012 22,930 18,162 4,768 61,281
April 22, 2020 22,930 19,252 3,678 42,039
April 22, 2021 22,930 20,407 2,523 21,632
April 22, 2022 22,5830 21,634 1,286 ---

Total $343,950 §222,698 $121,252

Balance outstanding at February 29,2008 $222.698

Village of Onsted - 2006 Genera) Obligation Limited Tax Note

Title of Note: Village of Onsted 2006 General Obligation Limited Tax Note

Purposes: Waste Water Improvements and Expansion
Date of Note: December 13, 2006

Maturity Date: May 1, 2008

Interest Rate: G5.46%

Payments: Interest only until maturity

Aamount of Note: $350,000

Balance

$357,326
366,881

Payment Total Accrued
Date Payment Principle Interest
May 1, 2007 $ --- $ --- $ 7,326
November 1, 2007 --- -—- 9,555
April 2%, 2008 376,436 350,000 9,555

Total $376.436 350,000 $26,.436

Balance outstanding at February 2%, 2008 $350,000
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NOTE 8 — LONG TERM DEBT — (CONTINUED)

Maturities of Long-Term Debt

Maturities for the next five years of long-term debt are as follows:

Years Amounts
2009 $365,536
2010 16,458
2011 17,519
2012 18,604
2013 19,757
2014-2018 118,730
2016-2022 101,248

$657,893

NOTE 9 — PENSION PLAN

The Village of Onsted contributes to SEP for eligible individuals. The plan is fully
vested.

NOTE 10 — OTHER INFORMATION

Risk Management

The government is exposed to various risks of loss related to torts; theft of damage
to, and destruction of assets; errors and omissions; injuries to employees; and natural
disasters. During the year ended February 29, 2008, the government carried insurance
through various commercial carriers, to cover all risks of losses, The government has
had no settled claims resulting from these risks that exceeded its commercial coverage
in any of the past three fiscal years.
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VILLAGE OF ONSTED
Budgsetary Comparison Schedule
General Fund
For The Year Ended February 29, 2008

Original Amended Variance With
Budget Budget Actual Amended Budget
Beginning of Year Fund Balance $238,391 $215,749 $290,343 $ 74,594
Resources {Inflows)
Taxes and Assessments 200,000 200,000 217,115 17,115
Intergovernmental 60,000 60,000 75,254 19,294
Charges for Services --- --- 3,044 3,044
Interest and Rentals 16,900 16,900 10,561 (6,339)
Cable Vision Franchise Fee 3,500 3,500 4,935 1,435
Other 2,800 2,800 584 (2,216)
Amounts Available for
Appropriation 521,591 498,549 605,876 106,927
Charges to ropriations (Qutflows
General Government
Village Office 84,350 84,350 42,039 42,311
Treasurer 5,500 5,500 5,%21 (421)
Clerk 12,000 12,000 12,600 (500}
Elections 2,250 --- 1,119 {1,119)
Professional Services 14,500 14,500 €,379 8,121
Buildings and Grounds 36,900 37,700 37,633 67
Public Safety
Police 12,000 17,000 13,100 3,900
Crossing Guards 6,000 6,000 6,088 188}
Inspections --- --- 50 {50)
Community Promotion and
Economic Development 1,000 1,000 --- 1,000
Recreation and Culture
parks and Recreation 10,000 1¢,000 1,300 8,700
Community Promotion 15,000 15,000 3,883 11,147
Library 3,500 3,500 3,500 ---
Public Works
Sanitation 30,000 30,000 25,143 4,857
Operations & Maintenance 183,591 189,899 39,020 150,879
Sidewalks --- - 436 (436)
Other Functions 70,000 72,500 32,018 40,482
Capital Outlay --- --- 15,026 (15, 026)
Transfer Out 35,000 --- 100,000 {100,000}
Total Charges to Appropriations 521,591 458,949 345,225 153,724
Ending of Year Fund Balance $§  --- 5. --- $260,651 5 260,651
The notes to financial statements are an integral part of this statement. Page 34




VILLAGE OF ONSTED

Budgetary Comparison Schedule
Major Street Fund {(Major Special Revenue Fund)

For The Year Ended February 29, 2008

Beginning of Year Fund Balance
Resources (inflows)
Intergovernmental
Interest Income
Transfer From General Fund

Amounts Available for
Appropriation

Charges o Appropriations (Qutflows
Public Works
Capital Cutlay
Total Charges to Appropriations

Ending of Year Fund Balance (Deficit)

Originat Amended Variance With
Budget Budget Actual Amended Budget
$ 60,004 $ 47,255 $251,714 $ 204,459
50,600 50,000 58,564 8,564
1,200 1,200 1,418 218
--- --- 100,000 100,000
111,804 58,455 411,698 313,241
81,304 71,455 37,865 33,586
42,000 27,000 314,836 (287,836}
123,304 98,455 352,705 (254,2590)
${11,500} s o= $ 58,991 $ 58,991
Page 35

The notes to financial statements are an integral part of this statement.



VILLAGE OF ONSTED
Budgetary Comparison Schedule
Local Street Fund (Major Special Revenue Fund)
For The Year Ended February 29, 2008

Original Amended Variance With
Budget Budget Actual Amended Budget
Beginning of Year Fund Balance 552,008 551,865 $56,166 $ 4,301
Resourcas (Inflows)
Intergovernmental 14,500 14,500 16,712 2,212
Interest Inccme 250 250 943 653
Amounts Available for
Appropriation 66,759 66,615 73,821 7,206
Charges to ropriations (Outflows
Public Works 66,759 66,515 13,895 52,720
Total Charges to Appropriations 66,759 66,615 13,895 52,720
Ending of Year Fund Balance §  --- § o= £59,526 559,526

The notes to financial statements are an integral part of this statement. Page 36



VILLAGE CF ONSTED
Combining Balance Sheet
Non-Major Governmental Funds
February 29, 2008

Special Revenue Funds

Park
Improvement
Fund
Assets
Cash 56,570
Total Assets 56,570
Liabilities and
Fund Balances
Liabilities
Due to Other Funds $ 935
Total Liabilities 935
Fund Balance 5,635
Total Liabilities And Fund Balances $6,570

The notes to financial statements are an integral part of this statemnent. Page 37



VILLAGE OF ONSTED
Combining Statement of Revenues, Expenditures and Changes In Fund Balance
Non-Major Governmental Funds
For The Year Ended February 29, 2008

€pecial Revenue Funds

Park
Improvement
Fund
Revenues:
Contributions - Other § 190
Contribution - Cambridge Township 1,000
Tnterast Income 1
Total Revenue 1,191
Expenditures:
Recreation and Culture 644
Total Expenditures 644
Excess of Revenues Over
{Under} Expenditures 547
Beginning Fund Balance 5,088
Ending Fund Balance $5,635

The notes to financial statements are an integral part of this statement. Page 38



PHILIP R. RUBLEY

— Certified Public Acconntant ~

133 W. MAIN STREET « MORENCI, M1 49258
PHONE 517/458-2274 MEMBERS OF
PHiLI? R, RUBLEY, C.PA. FAX 517/458-63%3 AMERICAN INSTITUTE OF C.PA.'S
& THE MICHIGAN ASSOCIATION OF C.PA's

August 8, 2008

Honorable Mayor and Members
Of The Village Council

Village of Onsted

Onsted, Michigan 49265

We have examined the financial statements of the Village of Onsted, Michigan as of and
for the year ended February 2%, 2008 and have issued our report thereon dated August 8,
2008. As a part of our examination, we made a study and evaluation of the Village's
system of internmal accounting control to the extent we considered necessary to evaluate
the system as required by auditing standards generally accepted in the United States of
America. Under these standards, the purposes of such an evaluaticon are to establish a
basis for reliance on the system of internal accounting control in determining the
nature, timing and extent of other auditing procedures that are necessary for
expressing an cpinion on the financial statement and te assist the auditor in planning
and performing his examination of the financial statements.

The objective of internal accounting contrel is to provide reasonable, but not
absolute, assurance as to the safeguarding of assets against loss from unauthorized use
or dispcsition, and the reliability of financial records for preparing financial
statements and maintaining accountability for assets. The concept of reasonable
assurance recognizes that the cost of a aystem of internal accounting control should
not exceed the benefits derived and alsc recognizes that the evaluation of these
factors necessarily requires estimates and judgments by management.

There are inherent limitaticns that should be recognized in considering the potential
effectiveness of any gystem of internal accounting control. In the performance of most
control procedures, errors can result from misunderstanding of instructions, mistakes
of judgment, carelessness, or other personal factors. Control procedures whose
effectiveness depends upon segregation of duties can be circumvented by ccllusion.
Similarly, contrel procedures can be circumvented intentionally by management either
with respect to the execution and recording of transactions or with respect to the
estimates and judgments required in the preparation of financial statements. Further,
projection of any evaluation of internmal accounting contrecl teo future periods is
subject to the risk that the procedures may become inadequate because of changes in
conditions and that the degree of compliance with the procedures may deteriorate.

Cur examination of the financial statements made in accordance with auditing standards
generally accepted in the United States of America, including the study and evaluation
of the Village’s system of internal accounting control for the year ended February 29,
2008, that was made for the purpose set forth in the first paragraph of this report,
would not necessarily disclose all weaknesses in the system because it was based on
selective tests of accounting records and related data.

Statement on Auditing Standards Pronouncement 112 requires us as auditers to
communicate what we determine to be significant deficiencies and material weaknesses to
management and those charged with governances in regards to internal contrel matters.

A significant deficiency is a control deficiency or combinaticn of control deficiencies
that creates the remote likelihood that a misstatement of the Village's financial
statements is more then inconsequential and will not be prevented or detected.



Village of Onsted
August 8, 2008
Page 2

Based con the criteria we have no comments.

OTHER MATTERS FOR CONSIDERATION
These comments are not significant deficiencies but are suggestions to improve
your existing accounting and control systema.

1. CHART OF ACCOUNTS
The account numbers need to be updated to conform to the State Uniform Chart
of Accounts, this has been corrected partly at year end.

2. FIXED ASSETS
The Village needs to keep track of disposed items each year to properly
maintain their fixed assets schedules established.

3. GENERAL LEDGER

Each fund maintained by the Village must balance independently. The over all
general ledger balances, but not the individual funds which it is made up of.
Be sure that entries are balanced between each fund.

4. BUDGETING
Major improvements have occurred in your process, however you need to review
your budget to actual costs, monthly, etc. and make necessary adjustments,
more frequently.

5. SOFTWARE
The Village should sericusly consider municipal scftware to handle the
accounting system.

The above mentioned conditions were considered in determining the nature, timing, and
extent of audit tests to be applied to our examination of the financial statements, and
this report does not modify our report dated August 8, 2008, on such financial
statements.

I1f we can be of any further assistance, please do not hesitate in contacting us.

PRR/cab




